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 Market Cap  Rs371bn/US$4.9bn  Year to March FY19 FY20 FY21E FY22E 
Reuters/Bloomberg TATA.BO/TATA IN  Revenue (Rs mn) 1,800,826 1,398,167 1,285,334 1,719,204 
Shares Outstanding (mn)        1,126.5   Net Income (Rs mn) 104,044 64,716 (28,751) 58,051 
52-week Range (Rs) 510/254  EPS (Rs) 86.4 53.7 (23.9) 48.2 
Free Float (%) 66.9  % Chg YoY 175.5 (37.8) (144.4) (301.9) 
FII (%) 12.4  P/E (x) 3.7 6.0 (13.4) 6.7 
Daily Volume (US$/'000)         72,210   CEPS (Rs) 136.4 119.1 41.5 114.4 
Absolute Return 3m (%)             21.2   EV/E (x) 4.7 8.4 11.5 6.1 
Absolute Return 12m (%)            (33.5)  Dividend Yield (%) 2.7 2.7 2.7 2.7 
Sensex Return 3m (%)             18.7   RoCE (%) 14.3 6.0 3.0 8.9 
Sensex Return 12m (%)            (10.5)  RoE (%) 14.5 8.6 (5.0) 7.6 
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Sep 
’19 
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’19 
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’20 

Promoters 33.1 33.1 34.4 
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investors 43.8 44.6 42.1 
  MFs and others 14.6 14.1 14.3 
  FIs/Banks 0.5 0.3 0.3 
  Insurance Cos 15.0 14.8 15.1 
  FIIs 13.7 15.4 12.4 
Others 23.1 22.3 23.5 
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Tata Steel BUY 
 Maintained 
Cost rationalisation, efficiency capture  and cash 
preservation   Rs327 
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Key takeaways from Tata Steel Q4FY20 conference call are: i) FY21 sales volumes 
should be similar to FY20 on the back of opportunistic exports; ii) capex has been 
significantly curtailed – FY21 capex will be slashed >50% YoY to Rs40bn-50bn; iii) 
efforts are on to undertake cost and process efficiencies in Europe, where 
employee costs have been reduced by GBP60mn over the past six months; iv) 
group debt maturity  is <US$250mn each year over FY21/FY22; and v) Tata Steel 
Mining can grow into something more interesting given an underlying motive to 
create a more lean cost structure in India mining.  Maintain BUY with a target price 
of Rs594/share. 
 Export trend. Q1FY21 should see utilisation at 60% and export of 50% of output. 

Management expects Q2FY21 exports at 30% of volumes. Exports should come 
back to 15% of output with restoration of domestic demand. While exports are 
profitable, there will be margin compression. Export destinations are largely 
Southeast Asia and China. Apr’20 saw large exports of semis to China along with 
hot rolled coils. Going forward, exports of semis are expected to decline. There are 
sectors in India showing demand growth with rural market demand continuing to be 
strong; Tata Steel’s distribution channel is helping capture the same.  

 No one-off in Europe profitability. Lower material costs of GBP80/te, which Tata 
Steel Europe realised with a lag, helped increase margins QoQ, net of lower 
revenues (GBP24/te) and higher other expenses. Also, in Q4FY20, there was 
purchase of carbon credits; excluding which the operating performance in Europe 
would have been better than reported. Higher iron ore prices will flow through in Tata 
Steel Europe financials with a lag of 3-4 months.  

 Tata Steel Mining Ltd – the gradual start of something big? Ferrochrome is a 
Rs8bn-10bn EBITDA division and, under the new subsidiary, Tata Steel will bring 
back chrome ore mining in a more outsourced manner. This has implications on 
costs. Tata Steel Mining is not much of a commercial mining enterprise (strategic 
priorities can firm up in future if that makes commercial sense); even if it does go 
commercial, it is currently focused on iron ore rather than thermal coal. The cost 
model will be new, so that when the iron ore mines come up for auction, their cost 
structure would be competitive enough to retain them. Tata Steel Mining can be that 
eventual business pivot– since at least its iron ore mining plans are big. Those 
operations should be strategically delinked from steel operations within the group. 

INDIA 



 
 
 

Tata Steel, July 1, 2020 ICICI Securities 

 

 
2 

 Transformation plan / worker strike in Ijmuidden / discussions with 
governments. Tata Steel Europe employee costs have declined by GBP60mn in 
last six months. Company has taken a position of not implementing forced 
redundancies given the pandemic. Union action has been going on and the 
management has been in discussion in Ijmuiden, Netherlands – working together 
to gain back some of the lost efficiencies. The current transformation program is 
aimed to achieve GBP600mn benefit over a period of time. Offsetting factor is 
current 70% utilisation. FY20 has been able to derive a benefit of GBP375mn 
through the transformation program.   

 Capex has been curtailed sharply and restricted to maintenance and 
sustenance. The capex decision will be revisited in H2FY21. Q4FY21 capex was 
Rs26.4bn, of which Rs16.1bn was spent in Tata Steel India. Rs7.6bn was spent in 
KPO phase-2. FY21 capex will be in the range of Rs40bn-50bn, equally allocated 
between India and overseas. Majority of the capex in the past (Netherlands) has 
been in the Star program.  

 Cashflow details for Q4FY20. Tata Steel generated Rs53.2bn in operating 
cashflow, of which Rs 46.7bn was before working capital change and  Rs6.7bn 
was  from release in working capital. Interest outgo was Rs 27.5bn, tax Rs7.8bn. 
Capex was Rs 26.4bn. Non-cash financing and investing items totaled Rs14bn. 
Tata Steel generated cash of  Rs4.76bn in Q4FY20.  

 Impairments and the increase in OCI. Impairments were of Rs 22bn in Tata 
Steel Europe due to deteriorating business environment, Rs6.78bn in Tata Steel 
Minerals Canada, and Rs 1.5bn in Tata Steel SEZ. TRF Investments’ (preference 
shares) notional fair value loss has been Rs2.5bn (associate). Actuarial gains of 
Rs48bn (in BSPS) helped book value despite exceptional loss. Fair value changes 
in preference shares– investments of Tata Steel into Tata Steel Global Holdings, 
Singapore, will no longer be encountered as the same has been converted into 
equity.    

 
Table 1: Tata Steel’s consolidated Q4FY20 result review  

(Rs mn) Q4FY20 Q4FY19 
% Chg 

YoY Q3FY20 
% Chg 

QoQ FY20 FY19 
% Chg 

YoY 
Net Sales  337,700 424,239 (20.4) 355,204 (4.9) 1,398,167 1,576,690 (11.3) 
Expenses 291,231 349,106 (16.6) 319,007 (8.7) 1,223,536 1,282,857 (4.6) 
EBITDA 46,469 75,133 (38.2) 36,197 28.4 174,631 293,833 (40.6) 
Margins (%) 13.8 17.7 

 
10.2 

 
12.5 18.6 

 Other Income 13,159 4,899 168.6 929 
 

18,435 14,206 29.8 
Interest 19,251 19,378 (0.7) 19,306 (0.3) 75,335 76,601 (1.7) 
Depreciation 22,241 18,805 18.3 20,187 10.2 84,407 73,418 15.0 
Operational PBT 18,136 41,849 (56.7) (2,366) 

 
33,324 158,020 (78.9) 

ExtraOrdinary (34,059) 115 - (3,286) 
 

(37,521) (1,210) 
 PBT (15,923) 41,964 

 
(5,652) 

 
(4,197) 153,075 

 Tax (2,633) 18,991 
 

6,210 
 

(25,684) 67,184 
 PAT (13,290) 22,973 

 
(11,863) 

 
21,487 85,891 (75.0) 

Adj.PAT 20,769 22,858 (9.1) (8,576) 
 

59,008 90,836 (35.0) 
Minority Interest 1,405 775 

 
1,367 

 
3,829 10,962 

 Share of Associates 928 562 
 

205 
 

1,880 2,247 
 Adjusted PAT excluding  dis. Operations (32,367) 23,457 

 
38,161 

 
(37,521) (1,210) 

 Source: Company data, I-Sec research 
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Table 2: Tata Steel’s standalone Q4FY20 result review  

(Rs mn) Q4FY20 Q4FY19 
% Chg 

YoY Q3FY20 
% Chg 

QoQ FY20 FY19 
% Chg 

YoY 
Net Sales  142,114 191,296 (25.7) 152,620 (6.9) 604,360 706,109 (14.4) 
Other Operating Income 5,125 6,315 (18.8) 4,447 15.3 16,204 16,876 (4.0) 
Expenses 

        Total Expenditure 105,628 141,841 (25.5) 114,842 (8.0) 455,744 500,480 (8.9) 
EBITDA 36,487 49,455 (26.2) 37,778 (3.4) 148,616 205,630 (27.7) 
Margin (%) 25.7 25.9 

 
24.8 

 
24.6 29.1 

 Other Income 714 5,380 (86.7) 515 38.7 4,041 24,051 (83.2) 
Interest 8,040 6,543 22.9 7,839 2.6 30,310 28,236 7.3 
Depreciation 10,023 9,529 5.2 9,799 2.3 39,201 38,030 3.1 
Operational PBT 19,138 38,763 (50.6) 20,655 (7.3) 83,146 163,415 (49.1) 
ExtraOrdinary Exp. (20,095) (110) 

 
3,492 

 
(17,036) (1,142) 

 Rep. PBT (957) 38,652 
 

24,147  66,110 162,273 (59.3) 
Tax 5,087 13,741 

 
6,109 

 
(1,328) 54,130 

 PAT (4,368) 24,911 
 

18,038  67,438 105,332 (36.0) 
Adj.PAT 15,727 25,021 (37.1) 14,546 8.1 84,474 106,474 (20.7) 

Source: Company data, I-Sec research 
 

 

Table 3: Tata Steel’s standalone volumes, realisations and EBITDA 

Rs mn Q4FY20 Q4FY19 YoY (%) Q3FY20 
% Chg 

QoQ FY20 FY19 YoY (%) 
Net Sales 142,114 191,296 (25.7) 152,620 (6.9) 604,360 706,109 (14.4) 
EBITDA 36,487 49,455 (26.2) 37,778 (3.4) 148,616 205,630 (27.7) 
Volumes (mt) 2.91 3.58 (18.6) 3.43 (15.2) 12.32 12.70 (3.0) 
Realisations (Rs/te) 47,027 51,671 (9.0) 43,149 9.0 47,724 54,270 (12.1) 
EBITDA (Rs/te) 12,526 13,814 (9.3) 11,001 13.9 12,059 16,191 (25.5) 

Source: Company data, I-Sec research 
 

Table 4: Tata Steel Europe’s volumes, realisations and EBITDA 

US$ Mn Q4FY20 Q4FY19 YoY (%) Q3FY20 
% Chg 

QoQ FY20 FY19 YoY (%) 
Net Sales 1,876 2,351 (20.2) 1,940 (3.3) 7,896 9,274 (14.9) 
EBITDA 9 241 (96.3) (134) (106.7) (93) 779 NM 
Volumes (mnte) 2.4 2.6 (7.0) 2.4 1.7 9.3 9.6 (3.6) 
Realisations (US$/te) 785 915 (14.2) 826 (4.9) 850 962 (11.6) 
EBITDA (US$/te) 4 94 (96.0) (57) (106.6) (10) 81 (112.4) 
Source: Company data, I-Sec research 
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Tata Steel valuations and assumptions 

We maintain BUY with an unchanged target price of Rs594/share. We continue to 
maintain our valuation methodology at 1x 1-year forward P/B (FY22E).  

Key risks to our call are not earnings-linked. We would continue to highlight the 
irrelevance of earnings-based analysis in the sector. We have subjected FY21E to a 
heavy loss, just to highlight the relative constancy of the book value and the 
predictability it imparts to our valuation methodology.  

Table 5: Tata Steel Europe estimates  
(US$ mn) FY19 FY20 FY21E FY22E 
Net sales 9,274 7,896 5,969 8,167 
Sales volume (mnte) 9.6 9.3 7.5 10.2 
Realisation (US$/te) 962 850 796 801 
EBITDA 779 (93) (60) 478 
EBITDA (US$/te) 81 (10) (8) 47 

Source: Company data, I-Sec research 
 

Table 6: Tata Steel India estimates 
(Rs mn)  FY19 FY20E FY21E FY22E 
Net Sales       706,109       604,360       505,175       702,493  
Sales volume (mnte)             12.7             12.3               9.9             13.3  
Realisations/te        55,599        49,039        48,005         51,824  
EBITDA (Rs/te)        16,191        12,059        11,328         12,646  

Source: Company data, I-Sec research 
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Financial summary 
Table 7: Profit & loss statement  
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Operating Income 1,800,826 1,398,167 1,285,334 1,719,204 
Operating Expenses 1,282,857 1,223,536 1,153,313 1,471,784 
EBITDA 293,833 174,631 132,021 247,420 
% margins 16.3 12.5 10.3 14.4 
D&A expense 73,418 84,407 84,407 85,440 
Gross Interest 76,601 75,335 80,000 90,707 
Other Income 14,206 18,435 8,000 8,000 
Recurring PBT 158,020 33,324 (24,386) 79,273 
Add: Extraordinary (1,210) (37,521) - - 
Less: Taxes 67,184 (25,684) 10,073 26,930 
Recurring Net Income 104,044 64,716 (28,751) 58,051 
Reported Net Income 90,983 11,725 (32,580) 54,222 
Source: Company data, I-Sec research  
 

Table 8: Balance sheet  
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Assets     
Total Current Assets 639,834 615,380 609,214 801,784 
4,11,041 33,412 80,547 80,901 156,081 
Total Current Liabilities 364,837 364,738 349,318 422,241 
Net Current Assets 274,997 250,642 259,896 379,543 
Investments 57,382 62,852 62,852 62,852 
Strategic/Group 32,133 28,533 28,533 28,533 
Other Marketable 25,249 34,319 34,319 34,319 
Net Fixed Assets 1,390,866 1,414,432 1,409,289 1,406,604 
Capital Work-in-Progress 186,413 194,968 177,963 187,963 
Goodwill 39,966 40,545 40,545 40,545 
Total Assets 1,763,211 1,853,969 1,858,080 1,975,042 
      
Liabilities     
Borrowings 1,128,500 1,270,569 1,321,520 1,398,520 
Deferred Tax Liability 116,509 79,911 79,911 79,911 
Minority Interest 23,645 25,866 22,037 18,208 
Equity Share Capital 12,043 12,043 12,043 12,043 
Face Value per share (Rs) 10 10 11 11 
Reserves & Surplus 654,458 700,970 657,959 701,751 
Net Worth 666,501 713,013 670,003 713,794 
Total Liabilities 1,763,211 1,853,969 1,858,080 1,975,042 

Source: Company data, I-Sec research  
 
 

Table 9: Cashflow statement  
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Operating Cashflow  150,036 83,918 41,948 129,782 
Working Capital 
Changes 25,905 41,962 (8,901) (44,466) 
Capital Commitments (430,370) (140,665) (79,264) (82,756) 
Free Cashflow  (254,430) (14,785) (46,217) 2,560 
Cashflow from 
Investing Activities 138,261 (4,638) 8,000 8,000 
Issue of Share Capital (60) 1,875 - - 
Buyback of shares - - - - 
Inc (Dec) in Borrowings 79,906 76,073 50,950 77,000 
Dividend paid (14,239) (18,152) (10,431) (10,431) 
Extraordinary Items - - - - 
Chg. in Cash & Bank 
balances (45,477) 39,438 56 74,883 
Source: Company data, I-Sec research  
 

Table 10: Key ratios  
(Year ending March 31) 

  FY19 FY20 FY21E FY22E 
Per Share Data (Rs)     
EPS(Basic Recurring) 86.4 53.7 (23.9) 48.2 
Diluted Recurring EPS 86.4 53.7 (23.9) 48.2 
Recurring Cash EPS  136.4 119.1 41.5 114.4 
Dividend per share 
(DPS)** 8.7 8.7 8.7 8.7 
Adj. BV/share (BV)* 520.2 558.4 522.7 559.0 
      
Growth Ratios (%)     
Operating Income 36.3 (22.4) (8.1) 33.8 
EBITDA  34.2 (40.6) (24.4) 87.4 
      
Valuation Ratios (x)     
P/E 3.7 6.0 (13.4) 6.7 
P/CEPS 2.4 2.7 7.7 2.8 
P/BV 0.6 0.5 0.6 0.5 
EV / EBITDA 4.7 8.4 11.5 6.1 
EV / Operating Income 0.8 1.0 1.2 0.9 
EV / Operating FCF 7.9 11.7 45.9 17.8 
      
Operating Ratios (%)     
Raw Material/Sales 45.2 54.1 48.0 48.6 
SG&A/Sales 10.7 11.2 12.5 8.1 
Other Income / PBT 9.0 55.3 (32.8) 10.1 
NWC / Total Assets 42.8 612.0 (41.3) 34.0 
Inventory Turnover (days) 13.7 9.2 9.6 11.3 
Receivables (days) 102.3 106.3 122.0 114.0 
Payables (days) 23.3 20.1 23.9 30.1 
D/E Ratio (x) 103.8 108.8 124.1 128.8 
      
Profitability Ratios (%)     
Rec Net Income Margins  5.0 4.2 (2.7) 3.0 
RoCE  14.3 6.0 3.0 8.9 
RoNW  14.5 8.6 (5.0) 7.6 
Dividend Payout Ratio  10.0 16.1 (36.3) 18.0 
Dividend Yield  2.7 2.7 2.7 2.7 
EBITDA Margins  16.3 12.5 10.3 14.4 
Source: Company data, I-Sec research   
* Adj. for goodwill. ** On fully diluted no of shares
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reports and no charges are levied for providing research reports to such investors." 
 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 

BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 
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